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Yo be able to assass the role of arricultural 
exports in the economic development of South 
“rics, and their contribution to the balance 
Cl payments, it is necessary first to consider 1 the significance of exnorts in general in these 
“eSpects, After doine so in the first section 
‘Si0v, in which reference will also be made to 
cuclificationg relating specifically to aericultural 
<xports, the past and present significance of the 
<=port sector as @ whole in South Africa will be 
eriefiy surveyed in the second section, \ ih this 
general background to draw upon, ana .tiempt Wh ‘hen be made h Ine 

= + i. * d 

& in the third section to assess 

f icultural ex- 
section 

i Tha ~ + litanv A C ~ ne ws -He economic literature of the ‘sixties is 
TH ode x Ly LEE + ‘rf, 7 ny, 4 oe awk -1¢Gh in theor atical mode es pv UPryx rting yh Sno Wt fhe 

r PSlationship between the e xports of a country and 
Sod c economic growth. Thus, in a recent 

ant) distinguished Six categories 
such models can be classified, viz. 

multiplier models, growth models, 
leading sector" models, the staple model, ex- 

or and models of development 

-
 

ous models vary considerably 
rigour of presentation, internal 

menability to empirical specifi- 

than entering into an extensive 
nparative analysis of the varicus models, us 

iP “be made in this paper of one particular 

approach y wees while not very rigorously formu- 

“is 2 ne the less of very considerable 

numbsr of alternative 

light on specific historic- 
12 > appr: cach in question is that 

  

  

2) RM. Stern, Foreig gn Trade and Economic 
Growth in Italy (New York and London: Prae- 

ger, 1967), p. 56, Stern considers this to be 
among '... the most noteworthy recent con- 

tributions to the subject of export-led growth 

-..'' (p.03), but since he does not find it 

amenable to exact empirical specification, his 
empirical estimates are confined to more 

rigorous models developed by Lamfalussy and 

man (p.69). 
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aor pouth Afvice 
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this con 

. ¥ * as no gin ne « tee "? 4 

Mindleberger Ro _cipansursnes -.. three qe 

S 
Me 

“ Ree 

proad models real cases may with 
tL 3 ME te is a leading, 

5 © . Fo 44 a balancing, or a lagging sector of the econ- 
oy 

Perper tf <4 
OI iy Pa 

A 4 AN rye 
AS Ne LE, B &. Dp ING Ne) pan tu ZL Ot 

leading sector model of the anto 

asactor 1s role of exports, the export Seen as 
communicating its growth to other sectors of the 
domestic economy by inducing technological 

nee and investment, or by creating a demand £ 

for the preduction w
e
 

E 
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f the other sectors.” 

fact hes this 

nds onanumber 

ether export expansion in 
effect in any particular case depe 

if fac of factors. That not all these factors have been 
present in all economies with large and rapidly 
expanding e export sectors is attested to by the 

de spite . decades or even centuries 
of nanticipation in international trade most of 
the (raw material) export economies have re- 
mained at low levels cf economic development 

'O} 

Perhaps t 
conditions is 

economic systems which 

factors of production?) nee 
opportunities 5 C sort « Qs pansion, Where 

dition was es the fruits of export 
expansion often accrued to foreign factors of 
production or to a small and exclusive group of 
“luxury importers", with the result that minimal 
amounts of the income generated were spent t 

ad wD 

  

3) CP, Kindleberger, Foreign Trade and the 
National Economy we aw Haven and London: 
Yale University Pre 1962), p.19o. 

4) ITbid., 196-7. 

2) J.V. Levin, The Ex sport Economies: Their 
Pattern of Development in Historical Per- 
spective (Cambridge, Massachusetts: Harvard 
University Press, 1960), p.4. 

6) Loc. cit. 
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domestically.’) In such instances, the export 

sector can hardly operate spontaneously as a 

leading sector for development. 

In the second place, the developme ent effects 

of any particular export commodity or bundle of 

commodities will depend on the nature cf the in- 

puts required for its production, on the amount 

of infra-structure investment its productioncalis 

forth, and on the extent to which expansion of its 

| output is dependent on technological onange | inthe 

export and supporting sectors - in short, on the 

"... technological nature of the production ‘func, 
tion" of the export commodity. 8) It stands to 
reason that, given the necessary socio-economic 

conditions, growth of an export commodity with 

strong forward and backward linkages will be 

more “conducive to the spreading of growth through 

the domestic economy than will be the case ‘if 

linkages are weak; and the same applies for a 

commodity whose export requires large invest- 

ment in transport facilities compared to one re- 

quiring little such investment; or one tor which 

technological progress continually raises the pro- 

duction function compared toone chronic cay sub- 

ject to the spectre of diminishing returns 

A third condition for exports to operate asa 

leading sector is, of course, that they must 

expand at a high rate. In this connection, a thesis 

developed by Nurkse has gained a good deal of 

currency in recent years. 0) Briefly stated, this 

  

7) Op.cit., Chapter IV. The whole Part I ot 
Levin's book presents a carefully documented 

analysis of this type of situation. Cf. also 

D.C. North, "Agriculture in Regional Economic 

Growth", Journal of Farm Economics 91(4): 
943-51, December, 1959; reprinted in C.Eicher 

and L. Witt, editors, Agriculture in Economic 
Deveicnment (New Yor! k and London: McGraw- 

Hill Book Co., 1964), pp.69-78 (quotations here 
are from this reprint). On pp.72-3, North con- 
trasts the income distributional effects of plan- 

tation and family farm systems, and the re-. 

sulting expenditure patterns. 

8) North, op.cit., pp.72 ff. Kindleberger, op.cit., 
pp.197-200. 

9) That individual industries differ widely in the 

strength of these linkages is well illustrated by 

international comparisons of the structure of 
production, such as quoted in A.O,Hirschman, 
The Strategy of Economic Development (New 

Haven: Yale University Press, paperbound 

edition 1961), pp. 106-7 and the ensuing dis- 
cussion. 

10) R. Nurkse, Patterns of Trade and Develop- 
ment (Stockholm, 1959), especially the first 
lecture, "Contrasting Trends in Nineteenth 

and Twentieth Century World Trade". Refer- 

ences here are to the reprint in G. Harberler 
and R.M. Stern, Equilibrium and Growth inthe 
World Economy: Economic Essays by Ragnar 

Nurkse (Cambridge, Massachusetts: Harvard 
University Press, 1961), pp.282-336. 

thesis is that while world trade expanded rapidly 
during the nineteenth century, increasing by. some 

70 per cent between 1850 and 1880, its growth 

nas slackened drastically during the twentieth, 

falling to a 170 per cenit increase between ee 

and 191 3, and further to a mere o7 per cent 

potween 1928 and 1958.14) Consequently, wheres 
in the nineteenth century exports provided © we 
a means where 2py a vigorous process of economic 

growth came to be transmitted from the (growth) 
center to the outlying areas of the worid” 

developing countries in the twentieth century t 

seek else swhere for erowth-inducing factors: 
Ss 
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Of special relevance “to the subjec st of 
s the following conclusion of Nurkse: 13) 

" .. In the years before 1914 exports ol 

primary products were expanding more rapic- 

ly than exvorts of manufactured goods 
In the mid-twentieth century we find, by cone 
trast, a tendency tor food and raw materia 

ex. norts to lag behind exrorts of manufacture d 

goods, More spechically, we observe a lag in YO CA 1a 

ae ¢ 

ig] 

the exports of primary producing countries 
compared with those of industrial countries, 

...if we exclude petroleum ..." 

be
ts

 

It APDEATS then, 1 isis accepted, 

that the primary producing countries have had to 

bear the iyrunt of the twentieth century slacken- 
ing of world trade. Coupled with various theories 

and statistical evidence purporting to show that 
the international commodity terms of trade has 
tended to shift to the cusecvantage of primary 
products, or more CP eciticalls of agricultural 

products, 14) the Nurkse thesis. len nds support to 

the reluctance of many developing countries to 

place heavy reliance on the expansion of agri- 

cultural exports in their development pro- 
erammes. In such cir cumstances, exports be- 

come a laggi ng sector?) and according to the 
proponents of this hy pothesis t the most promising 

growth must then ke sought 

Nurkse's thesi Wm 

sources for vapid 

elsewhere, as in the process of import substitu- 

tion. 

AGRICULTURAL EXPORTS IN EXPORT- 
LED GROWTH 

On the basis of all three the above-mentioned 

sets of necessary conditions for export-led 
growth, various writers have argued that agri- 

  

1) Ibid., p.190. 

12) Ibid., pp. 283-4, 290-304. 

13) Ibid., p.291. 

14) The usual references on this point are 
R. Prebisch, The Economic Development of 
Latin America and Its Principal Problems 
(Lake Success, New York, 1950): and H.W. 
Singer, "The Distribution of Gains Betwee! 

Investing and Borrowing Countries", Amerl- 
can Economic Review 40 (Papers and Pro- 
ceedings): 473-85, May 1950. 

15) Kindleberger, op.cit., pp.208-11. 

 



cultural exports are unlikely to stimulate general 

economic cevelopment in the exporting country. 

iS, iieier ang ‘e Both 2 ascribe the limited 

K
 ntation " system ot organization 
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ctors,+°) although Myint does 

  

ernvhasize that tis can at most be a reason for 

reforming the prenwenen system, and not to turn 

& : banpla ¢ 1 . . th turn, contends “Che t tho spill- ~over - effects Ot 

primary export expansion are limited + and 
4 ll ID 

. + L 
SAY or PN EAS fs eye a POY m™.$ - yey 
eehi bh DO VRAD WO 

ie 

wanelyweoic SWmat tleanewt ; conclusion nat aericultw. 
} 
an 

sort from Hirschm nan's 

-e In general, and sub- 
6 

ows 
Ms 

  

.Stence agriculture in particular, are ... cha- 

Sacteria ed by the scarcity of linkage effects", 
ALY yt 
ame thet ... agriculiure certainly stands con- 

s the count of its lack of direct stimulus wiatas 4 
YAULO G 

* 
+ 

ting up of new activities through linkage 
mi RY ay. 2 - "a0) And, as already suggested above, 

nn the expansion of primary 

Yieged deterioration of the 
“prin nary exporting countries 

ally to agricultural exports. 
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is, of 

sweeping generaliza- 

"agricultural" com- 

not without closer 

experience of any 

ountry at any given time, Morgan, 
the ansnca data 

underlying t-trade thesis, 

found that ay > ditt ‘erent countries 

Ver similar periods, ¢ or for the same country 
3 
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e with all these arguments 
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over a ed so much that 

ne thought it more useful "... that emphasis 
Cugnt to be centered on the heterogeneity of 
price experience ... for different commodities, 
Countries and mes we a rather than searching 

similarly, on the socio-economic and tech- 

no.ogical conditions for export-led growth Kindle- 
eer, Nortn, and Swerling, among others, have 
1 S that agricultural products differ in 

their export growth has on domestic 
development.“¥) The need is hence for intensive 

ne experiences of individual countries. 
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oc) Ghd. Meier, 'The propien ¢ of Limited Econ- 
. ia Internazionale 
  

  

(4), 1953. The reference “here is to the re- 
print In A.N. Agarwela and 5.P. Singh, The 
Economics of Under-de .velopment (London and 

Bombay : Oxtord Univ. Press, 1958), p.68. 

f
t
 ro : 

(} Singer, op. cit, 
Yoo vr 

+c} riirschman, cp. cit., pp.109-10. 

, 'Yhe Long-run Terms of Trade 
Agriculture and Manufacturing" 

c Development and Cultural Change 

say 1-23, October 1959, p.20. 
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~0) Kindleberger, op.cit., pp.198-201 North, loc. 
cit. B.C, Swerling, "Some Interrelationships 
netween Agri ‘cultural Trade and Economic 

Development", Kyklos 14(3):364-95,1961, pp. 
oy ee oO 
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EXPORTS AS BALANCING SECTOR 

Even if it is established that exports are no 
longer a leading sector, and hence that late 
developing countries have to look for important 
sources of growth elsewhere, it does not follow 
that exports no longer have a crucial réle in the 
development process. Indeed, in such circum- 

stances it may be essential for exports to provide 
close support to the new leading sectors of growth, 

in effect balancing the foreign exchange losses 
caused by the latter.21) 

In particular, if domestic industrialization 
based on import substitution and the growth of 

domestic demand is to be the leading growth 

factor, it is likely, especially in the earlier 

stages of such development, that "'... foreign 
gocds (will) enter as inputs into the domestic 

production function" both in the form_of capital 

goods and of intermediate products. Should 

exports fail to expand at a satisfactory rate, it 
could turn out that the inability to import such 

foreign inputs msy prevent the economy from 
achieving the growth rate warranted by the rate 

of domestic savings.23) Whether in fact a given 
country is able to overcome this foreign exchange 
bottleneck will depend on its capacity to adapt 
its output structure to the requirements of 

foreign markets. 

From what appeared above, it is clear that 

there is a widespread belief that agricultural 
commodities, or more generally primary com- 

modities, are relatively unpromising avenues for 
export expansion.?9) Since, however, it was also 
concluded that gener alizations on this matter are 

vulnerable, and that the evidence for particular 
countries need to be studied, it is now time to 
turn to the experience of South Africa in regard 
to the role of exports in general and agricultural 
exports in particular in economic development. 

Il, There is general agreement among students 
of South Africa's economic history that the mineral 

  

  

  
    

21) Kindleberger, op.cit., pp.205-8. 

22) R.I. McKinnon, "Foreign Exchange Con- 
straints in Economic Development and Ef- 

ficient Aid Allocation", Economic Journal 
74(2): 388 409, June 1964, p.389. 

23). Ibid., pp.389-391, 

24) Ibid., pp.403-6. Cf. also J.A. Lombard, "Out- 

put-input Frictions and the Balance of Pay- 

ments", South African Journal of Economics 
32(3) 228-31, September 1964 and Hirsch- 

man, op. cit., pp.166-73. 

25) In addition to the references already made to 

the writings of Nurkse, Prebisch, andSinger, 
cf. also McKinnon, op. cit., pp.388, 404, where 
he appears to concede their general thesis, 

 



  

“Aaa teroeyrey et phic ene + discoveries towards the end of 
ae 
dau century set in motion @ Vigorous proc x 

, ph ee ANNs 4 C ~ bey fo Ee 34 

export-led growth, conforming closely to Kindle-~ 
7 - * 4 Po Wowmawte erger's concept. in the words of Franke 

4 Say ths are Speaking, in the e 
economic power, aS coal did inGvrea' 

However, aithou ' 

"gold mining continues 6 PeeRs iis pre- 
eminent, and SO Tar ivrep! LACSanl 

the South / African cconomy'', more recent evidences 

tes that the role GL sold, a Common with aS ES Ane £htD &s £ 
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a L Se. ‘ ako oes €éiae ener: oes % os wee 
that o ol the rest Gr tne ©x Pore SCCLOY, nas uncer- 

5 ~ wir rd ne air aa ty gy barry eh gone a marked change during the twentieth 
century. 

syatine Vy Dleesia wn “ Steenkamp, quoting T.A. du Plessis, places 
1 : .. nis recerda WH othe tanda puch emphasis in this regard on the tendency 

y 3 
2 the share of exports in South Africa's spose 

domantic product (GDP) to Tall, with the share 
of imports rernainin nstant, between 1917 and 
1957.27) More recent tigures, also compiled by 

T.A. du Plessis, are more ambiguous, i ndicatiny : 
f that while the share of. exports in the C.D.P. 

decreased only slightly but fairly consistently 
from an averege of 33.1 per cent for the pericd 
1921-29 to 29.4 per cent tor the period 1959-66, 
the share of imports fluctuated sornewhat, but S I 

etween tine same terminal yearsfrom 
per cenat.25) Nevertheless, ¢ on the 

basis of an intensive study of the expar 
four causal factors of growth relative to the 

growth oi: the G.D.P. in real terms, T.A. du 
Plessis has concluced that over the forty-year 
period 1916-17 to 1956-87, "... final domestic 
demand and import substitution were the two 
major propelling forces of growth, Increased 
intermediate dernand owing to technological 
changes ... only Slightly contributed to the more 
than proportiona te growth of outpe uts ssc ceees 
"So far as the role of exports is concerned it can 
be noted that during both the tv. enty-yean pericds 
under conside: vation total exports had a retardine 
effect on the growth of the e sconomy, as méasurec 

o 

from proportionate expansion .. 129) 

  

26) S.H. Frankel, The Economic Impact on Under SA   

  

  

      

developed Societies: Essays on Int international 
Investment and Social Change (Car sabildee: @, 
Massachusetts: Harvard University Press, 
1959), Essay VI, p.113. 

27) W.F.J. Steenkamp, Suid-Afrika se Se Bultelandse 
Handelspolitisk in die Afgelope Ve Veertig Jaar 
(Mededelings van die Universiteit van Suid- 
Afrika, No.C.64, Pretoria, 1966), p.6, 

u 

  

28) T.A. du Plessis, "The South African Econ- omy", Finance and “es Review 7{5 and 6): 
135-56, March/dune 1967, p.153, 

29) T.A, du Plessis, The Indusiris il Growt th Pat- 
tern and the Real For Forces ces of Economie Ex- 
pansion in South Africa, _1916/17-1956/57 
(D.Com, dissertation, University y of South 
Africa, Pretoria, 1965), pp.222-3 

+ VTE, Ot mee TVs a ertadea wer hbyek ola as cy ty LN ay 
a a Du Plessis's methed has come in for 

a Tee tN y als $f steensamp on the count that it 

ig snores s price tendencies and as understates the 

cies on which he fuoted conclusions rest are so 
pronounced as to leave Hitile ¢ ioubt that domestic 
factors rathney Than exports have provided the 
most vigorous i rowth Impulse 8 Since World War I, 
To this extent, South Africa's experience has 

conior med to the pattern to be expected on the 
Nurksets spove-mentioned analysis. 

oo
k 
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Ld am de that the role of exports, particularly 
: n SG uth Africa's economic 

ing this period is in 

   
\indle- 

erminology better descr ibedasa pala n- 
ither than 2 retarding one, has bee ated by J.C. du Plessis,31) 

  

4 

en well 

In answering the Hues tio ons '... which groups 

inaustries were .., en Abed to run deficits on 

iciv international transactions, (and) where do the 
other foreign earnings come from ...", J.C. du 
Plessis found tnat the primary sectors of the 
economy, viz. agriculture, forestry and fishing, 
and mining, provided on the average 97.9 percent 
of the positive net contribution to the current 

At 

g 

account of South rica's balance of payments, 
during the pericd 1956 to 1964 while manufac- 

o
r
 turing, the sector which had grown at the highest 

rate, was responsible on the average for 26.2 
per cent ot the negative net contribution to the 
current account over the same period.82) Thus, 
without entering into the controversy about the 
implications of ‘thes se figures for South Africa's 
future growth,’3) it can be accepted that while 
comestic facto: °S, Mainly in the form of indus- 
trialisation, were the dominant growth factors, 
the primary export sectors have played a crucial 
suppor “ting or balancing réle by pr oviding foreign 
exchange without which a serious constraint on 
erowth ‘would undoubtedly have become operative. 
To what extent agricultural exports contributed to 
this balancing role is the subject of the next 

fs
 

fil, Of the three sets of conditions mentioned 
earlier, which determine whether exports can lead 
economic cevelopment, the last, that exports must 
expand rapidly, lends itself most directly to empi- 
ric cal analysis and will, therefore, be treated here 
‘id Ul 

first. 

two components together determine the rate at 
which the value of agricultural e exports expand, 
viz. the growth of the physical volume and the 
movements in the price level of agricultural 
exports. 
  

ees 

30) Steenkamp, op. cit., p.14, 

1 31) J.C. du Plessis, "Investment and the Balance 
of Payments", South African Journal of Econ- 
omics 33(4): 311- 340, December, 1965. 

  

  

32) Computed from Statement 2, ibid., p.330. 

33) Cf. J.C. du Plessis, op.cit.; and T.A. du 
Plessis, "The Balance of P: Payments and the 
Economic Development Programme", South 
African’ Journal of Economics 34(2):124-32, 
June 1966. 
  

   



PHYSICAL VOLUME MOVEMENTS 

No continuous index of the physical volume of 

agricultural exports is available for the past forty 
years, but it is possible to use two separately 

available indices to get some indication of long- 
run tendencies, although we are left witha gap for 
the years 1953 to 1957. First, Grove has compiled 

indices of the physical volume of South Africa's 

exports by statistical classes for the period 1925 

to 1952.84) His Class I contains a highly repre- 
Sentative selection (93.2 per cent by value in his 

base period) from the class "Animals, Agri- 
Cultural and Pastoral Products and Foodstuffs", 

l.e. Class I of the statistical classes used by the 
Bureau of Statistics before the introduction of the 

Standard International Trade and Industrial Class- 
ifications. As such, it includes large numbers of 
Processed foodstuffs which were later to be in- 
Cluded in the I.S.1.C. under manufacturing in- 
dustry. Since, however, such foodstuffs have a 
high agricultural component,2°) the class as 
a whole can be regarded as reasonably repre- 
sentative of agricultural exports. 

The other index which is useful for the pur- 

pose at hand is the Bureau of Statistics' index of 
the physical volume of South Africa's exports by 
I.S.I.C. sections and divisions, forthe years since 
1958. The relevant indices appear in Table 1, 
With the indices for agricultural and related 
Products expressed also as percentages of the 
indices of total exports, to give a measure of the 
relative expansion of agricultural exports. 

From Table 1 we can conclude in the first 

Place that while South Africa's total physical ex- 
borts increased fairly steadily between the middle 
‘twenties and the early 'fifties, especially if gold 
1S included, her physical agricultural exports 
followed a fluctuating tendency, increasing from 
adn index value of 88.7 for the middle 'twenties to 
49.0 for the early 'thirties: then steadily decreas- 
Ing to 75.6 for the middle 'forties and increasing 
Sharply to 103.0 for the years centering on 1950. 
he gap in the data does not allow any con- 

Clusions for most of the ‘fifties, but since 1958 
the physical volume of agricultural, forestry and 
fishing exports increased steadily from an index 
Value of 94 to 145 in 1963, only to fall back to 

a 

34) E.L, Grové, Volume- en Prysindekssyfers van 
die Buitelandse Handel van die Unie van Suid- 
Afrika, 1925-1952, volgens die formules van 
Laspeyres, Paasche en Fisher (D.Com. dis- 
Sertation, University of Pretoria, 1955). 

  

35) In 1956 the composite I.S.I.C. division of 
Food, Beverages and Tobacco, of which Food 
made up by far the largest part, had an 
agricultural component of some 55 per cent. 

Cf. T.A, du Plessis, "An Analysis of Certain 
structural Aspects of the South African Econ- 
Omy", Finance and Trade Review 5(3): 115-25, 
September 1962, p.119, 

85 in the drought year 1965. Food exports appear 

to have followed a similar course. Generally 
speaking, the tendency seems to have been for 
the physical volume of agricultural exports to 
move upwards, although with marked inter- 

ruptions. 

If the indices of the physical volume of 

agricultural and related exports are expressed 

as percentages of those for all exports, the 
resulting percentages, if gold is excluded from 
total exports, increased from 128 for the middle 

‘twenties to 146 for the middle 'thirties, after 
Which it declined to 93 for the yearsaround 1950; 

if gold is included in total exports, the relative 
decline set in some five years earlier. From 97 

for 1958, the corresponding percentage for agri- 
Culture, forestry and fishing, with gold excluded 
from total exports, first declined to 87 for 1960 
increased to 114 for 1963, and with the onset of 
the drought fell back to 86 for 1965. Food ex- 
ports showed a more fluctuating relative move- 
ment, but on the whole seem to have kept pace 

with total physical exports. The overall pattern 
that suggests itself is that the physical growth of 
agricultural and related exports tended to lag 
behind that for total exports up to around 1950, 

and to start catching up at the latest during the 
‘sixties, only to be interrupted by the severe 

drought of the middle 'sixties. 

PRICE MOVEMENTS 

As is the case with the physical volume, no 

single continuous series is available to repre- 
sent long-run price movements of South Africa's 
agricultural exports. However, by piecing to- 

gether various available series, it is again 
possible to get a fairly good impression for the 

period since 1925. 

In the first place, Grové's?®) indices of the 
unit value of South Africa's exports, according to 
the same statistical classes described above in 

relation to the physical volume indices, are 
available. Grove's series cover only the period 

1925 to 1952. Fortunately, a closely related 
series is obtainable for the period 1950 to 1958 
based on calculations made by Van Waasdijk.3) 
He presented separate series for (a) Wool, 

(b) Hides, Skins and Wattle, and (c) Food and 
Beverages. Since in his base year, 1950, these 
three categories together accounted for some 
97 per cent of the total value of exports in the 
Bureau's Statistical Classes I and II, they can be 

regarded as representative of the same bundle 

  

36) Grove, op.cit. 

37) T. van Waasdijk, "Changes in South Africa's 
Terms of Trade, 1950-1958", South African 
Journal of Economics 27(2); 116-24, June 
1959, 

  

   



  

  
    

  

  

    

  

    
  

    

    

          
  

  

          
  

  

  

  

  

  

  

TABLE 1 - Relative changes in the physical volume of South Africa's agricultural exports, average ior 

five-year pericds 1924 to 1952, and annuauy 1956 to 1966 

. a Rate 

Five hen o ” Combined I J * ericul- oe nan. IV V 

years | tural and exports as per as per - ture, | ; 5) | dise ex- as per- as per- 

with pastoral |Exelue | Inclu- centage centage foresiry,| Food ports (ex centage centage 

cen- | products,! ding ding ° ana Sh cluding o oe 

tral and food-| gold gold ~ oo mg sold) Vi ve 

year | stuffs®) 
I II iit iV Vv VI 

bony socio : 3) 70 % Base year: LO57=10 o&) vi, fo 

19254) | s8.7. | 69.3 | 54.7 128 162 . . . . . 
1930 99,0 72.6 | 957.0 136 174 ne ae 0 oe a 

1935 96.2 66.0 | 58.4 146 165 2 w a os ne 

1940 89,2 74,8 | 60.2 iL9 1438 es as ee os .: 

1945 75.6 82.6 | 67.4 U2 112 oe oe os o ee 

1950") | 103,0 | 110.8 | 95.5 93 108 vs os oe . . 

1958 oe eo a ws os 94 123 O7 O7 127 

1959 we ee os os oe 99 120 108 92 ill 

1960 . ae . . ve 98 135 113 «87 119 

1961 ee oe oe os we 117 157 119 $8 132 

1962 oe a. os we + 139 157 123 1138 i2é 

19638 oe oe e ae e 145 177 126 114 122 

1964 oe es os oe oe 129 188 127 98 148 

1965 se oe we oe oe 85 s 99 86 o> 

Sources: Columns !to W{ from E.L, Grove , Volume- en ary Sincekssyte s van die Buitelandse Hande! 

van die Unie van Suid-Afrika, 1925 1952, volgens die formules van Laspeyres, Paasche en 

Fisher (D,Com. dissertation, tain ars Far of Pretoria, 1955), Tables 11 and 38, pp. 47, 86. 

Columns IV to VI from Bureau of Siatistics, Statistical Year Bo 168, p. 0-21 and ibid. 

1966, p.Q; and Bureau of Statistics, Bulletin of Statist 1(2), S mber L967, Tables G-5 
  

  

and G-6, 

1) The four years 1924 

2) Grové's Class I 

3) Fisher formula 

4) 1,8,1.C. Section O 

5) 1.8.1.C. Division 20 

6) Laspeyres formula 

7) The four years 1948 to 1951 only 

y to 1927 onl 

Ce
t 

of goods as Grové's Class 1,°°) Accordingly 
the three categories were combined by applying 

the appropriate base year weights, obtained from 

the Annual Statement of Trade and Shipping, tothe 
three separate series. 

We now have Grove's index of unit value of 

"agricultural" exports, stretching from 1925 to 

1952 with base period 1947 to 1949, and calculated 
38) The Bureau's Statistical Class II (Ales, 

spirits, wines and beverages) is thus included 

Or 
av 

  

in Van Waasdijk's series, while it was 

excluded from Grové's as usedhere, However, 

since Class II accounted for only 2.3 percent 
of the combined value of Classes I and UI in 

1950, Van Waasdijk's baseyear, its inclusion 
in the one and exclusion from the other series 

is unlikely to make a great deal of ditference, 

1 

according to Fisher's Ideal Formula?’), In addi- 

tion, we have his corresponding series of the 
index of unit values of South Africa's combined 

exports and imports, and her commodity terms 
of trade with the outside world. By dividing the 

index of unit values of combined imports bv that 

cf agricultural exports, we get the partial terms 

of trade relating to agricultural exports, nence 
forth to be referred to as South Africa's "agri- 
cultural terms of trade” with the outside world. 
  

39) Grove also made calculations using the Las7 

peyres and Paasche formulae, but since pe i 

himself gave preference to the Fisher ior 
mula, and used only the Fisher formula in his 

final terms of trade calculations, this part!” 
cular version cf his calculations are use? 
nere. 

   



ding ee agricultural terms of trade by the 
oF rade tor all products combined, we 

at W all be referred to as the "relative 

ural terms of trade". 
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Similarly, we have the corresponding series of 
Waa asdiik for the period 1950 to 1958 with 

year 1900 and calculated according to Las- 

s' formula. On the basis of these data, 

he agricultural terms of trade and the relative 

ageric ultural terms of trade can also be calculated 
r wy +t} AIF tor this period. 

It remains then, in order toachieve some con- 

to link the Van Waasdijk series with 

; series, This was simply done by equating 

Waasdijk base year values of the agri- 
and relative agricultural terms of tr ade 

corresponding 1950 values of Grove's 
ries and recalculating the Van Waasdijk values 

- subsequent years in the same ratio. Despite 
, a 1eoretical reservation which may be raised 

nst such a procedure, it is felt that in view 

the similar commodity composition of the two 
series, and the proximity of their base periods, 

ti violence is done to the usefulness 

in
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too much 

wee data in this particular instance. The re- 

of these manipulations appear in Table 2. wm
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for the remaining years the most suitable 
available series for the purpose at hand is the 
unit value index calculated since 1958 by the 
Bureau of Statistics on the basis of I.S.I.C. 
sections and divisions according to Paasche's 
formula. The most applicable categories here 
are once again Section O (Agriculture, Forestry 
and Fishing) and Division 20 (Food), while Divi- 
Slons 21 (Beverages) and 22(Tobacco) are ignored 
On account of their relative insignificance. Due 
‘o the changing weights of the Paasche formula, it 
was not possible to combine Section O and Divi- 

ton 20 in any simple way, and accordingly the 

sartial and relative terms of trade were each 

Ueulated separately for the two categories. 

hsequently, and also because of the rather 

different composition of these two categories, 

NO attempt was made to link these series to the 

Grove-Van Waasdijk series: instead, their origin- 
al base year, 1957, was maintained in Table 2. 

e 
o
S
 

GC
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= ince South Africa's imports are dominated 
non-food manufactured goods ). the move- 

ents of the agricultural terms of trade shownin 

Table 2 provide a test for the Singer-Prebisch 

terms-of-trade thesis in the South “African con- 

text, *1) The conclusion must be that the thesis 

tS not validated by South Africa's experience. 

  

40) T.A. du Plessis, "The South African Econ- 
Omy", op. cit., p.155. 

+1) Morgan, op.cit., pp.11, 13, 16, 23, presented 
two series relating to South Africa and cover- 
ing the period 1910 to 1952. Since both his 

series are based on domestic prices, which 

are of course distorted by import tariffs and 

price control, it is not surprising that there 

tppears to be little similarity between the 
tendencies of his series and of those used 

here 

1] 

During the thirty-year period from the middle 
‘twenties to the middle 'fifties, South Africa's 
agricultural terms of trade appear to have fluc- 
tuated without any indication of a consistent 
underlying tendency one way or the other. Thus 
it worsened from the middle 'twenties to the 
years around 1930, from 90.1 to 107.5, improved 
to 94.2 for the middle 'thirties, worsened again 
to 123.9 for the middle 'forties, and improved to 
79.1 for the middle ‘fifties. It may then have 
worsened slightly, but from 1958 there appears 
to have been, if anything, a tendency to improve 
Slightly. 

The relative agricultural terms of trade moved 
against agricultural exports from the middle 
'twenties to around 1930, changing from 126 to 
142; then in favour of agricultural exports to 
109 for the middle 'thirties: against agricultural 
exports to 127 for the middle ‘forties: and in 
favour to 94 for the middle 'fifties. After again 
having worsened somewhat towards 1960, the 
tendency since 1958 seems to have been rather 
in favour of agricultural exports, the index de- 
Clining from about 112 to 103.3 in 1964. 

The overall conclusion on the movement of 
South Africa's agricultural terms of trade over 
the past forty years must apparently be that it 

has most certainly not shown a tendency to 

worsen consistently, either seen by itself or 
relative to South Africa's overall terms of trade. 
It now remains to be seen what the combined 
eifect of the observed movements in the physical 

volume and the prices of South Africa's agri- 

cultural exports has been on their relative value 
over the years. 

VALUE MOVEMENTS 

The combined effect of physical and price 

movements must be reflected in the movement 
of the value at current prices of agricultural 
exports. Fortunately, for this variable a fairly 
long, consistently defined series is available, 
viz, the Bureau of Statistics' tabulation of export 
values according to statistical classes for the 
period 1925 to 1968. This series can be supple- 
mented with the I.S.1.C. tabulation, starting with 
1957. In Table 3, the relevant series are pre- 
sented, expressed as percentages of the total 
value of exports both excluding and including 
gold, 

The relative movements of the values of 
agricultural and related exports, as shown in 
Table 3, conform broadly to what can be ex- 
pected from the already observed physical and 
price movements. With minor interruptions, such 
as occurred around 1950 during the wool boom, 
exports of animal, agricultural and pastoral pro- 
ducts tended to decline relatively from 52.4 per 
cent of total exports (excluding gold) around 1925, 

to 20.7 per cent around 1960 (from 25.1 to 12.4. 

 



  

TABLE 2 - Changes in South Africa's agricultural terms of trade, averages for five-year periods 

1925 to 1957, and annually 1958 to 1964 

  

  

  
    
  

    

  

  

  
  

  

        
  

        
  

Agricultural terms of trade?) Relative agricultural terms of trade”) 

Five Animals, Pastoral Agricult- Animals, Pastoral |Agricul- 

years agricultural |products, ure, for- P 4°) agricultural |products, j|ture, for- Foo q®) 

with and pastoral | wattle, food | estry and °° and pastoral] wattle, food|estry and 

central | products, and|and bever- | fishing products, and] and bever- fishing?) 

year foodstuffs’) |ages foodstuffs”) |ages 

I II Til IV V VI VII Vill 

1947-49=100 | 1950-1007) 1957=100 1947-49=100| 1950=100 1957=100 

19259) 90.1 . .. . 126 . . , 
1930 107.95 oe oe ee 142 oe. . . 

1935 94,2 oe oe os 109 a oe oe 

1940 115,2 oe oe oe 122 oe ‘ . 

1945 123.9 we - - 127 - . we 

1950 80.8 79,2 oe we 91 91 oe 

1955 oe 79.1 oe oe o- 94 . oe 

Year 

1958 oe 92.2 122.0 106.4 oe 98.4 112,2 97.9 

1959 oe . 121.3 102.1 oe ee 112.5 94,7 

1960 ee oe 124,1 108.9 ee oe 111.4 97,8 

1961 oe ve 118.3 111.95 oe e. 108.5 102.3 

1962 oe ee 119.9 107.7 oe oe 107.3 96.7 

1963 oe . 112.5 108.8 oe o- 103.4 100.0 

1964 oe oe 108.8 110.0 oe ee 103.3 104.5 

Sources: Columns land V based on Grové, op. cit., Tables 11 and 81, pp. 47, 183. Columns II and 

VI based on T. van Waasdijk, "Changes in South Africa's Terms of Trade 1950 - 1958", 

South African Journal of Economics 27(2): 116-24, June, 1959, pp.118, 121; Dr. van Waasdijk 

kindly provided the exact figures on which the graphs on p.121 had been based. Columns Ill, 

IV, VIL and VIII based on Bureau of Statistics, Statistical Year Book 1966, p.Q-7. 

1) Unit value index of all imports divided by unit value index of agricultural exports. 

2) Agricultural terms of trade divided by terms of trade for all commodities, excluding gold. 

  

3) Grové's Class I (Fisher formula). 

4) Van Waasdijk's Wool, Food and Beverages, and Hides, Skins and Wattle indices combined 

by using weights obtained from Department of Customs and Excise, Annual Statement _ of 

(Laspeyres formula). Trade and Shipping, 1951, Table 7. 
  

5) I.S.1.C. Section O. 

6) I1.S.1.C. Division 20. 

  

7) Van Waasdijk's 1950 based series was linked to Grové's 1947-49 based series by equating 

Van Waasdijk's base year value to the corresponding Grové value and recalculating the rest 

of Van Waasdijk's figures according to the same ratio. 

8) The three years 1925 to 1927 only. 

per cent if gold is included in total exports). As 

appeared above, this was a period during which 

the physical volume of agricultural exports lagged 

behind that of total exports, while the relative | 
agricultural terms of trade remained more or less 

constant. 

The relative decline towards 1960 appears also 

if agricultural, forestry and fishing exports are 

expressed as a percentage of total exports, but 

since 1960, when the physical volume of agri- 
cultural exports started to catch up and the 
relative agricultural terms of trade may have 

12 

started to improve slightly, the percentage in- 
creased from 22.4 to 32.2 in 1963, only to fall 
back to 28.6 in 1964, if gold is excluded from 
total exports (the corresponding percentages 
if gold is included are 13.4 in 1960, 18.4 in 1963, 
and 16.2 in 1964). 

The general tendency is not significantly 
altered, although it appears to be rather less 

pronounced, if food, beverages and tobacco are 
added to the agricultural exports. With gold ex~ 
cluded, the percentage of agricultural and related 
products so defined first increased from 66.2 for 

 



  

  
  
  

      

  

  

        
  

            

+AGLE 3 - Relative changes in the value of South Africa's agricultural exports, averages for five-year 
periods 1924 to 1963, and annually 1957 to 1964 

ae Animal, agricultural | Agricultural and re- Agriculture, forestry |Agriculture, forestry 
“ and pastoral exnorts!) lated exports“) as and fishing exports?) and fishing and related 
an i. a8 percentage of total! percentage of total as percentage of total exports®) as percent- 
non tmal exports exports exports age of total exports 

“aor excluding | Including [Excluding | Including | Excluding | Includ ing | Excluding| Including 
cold gold gold gold gold gold gold gold 

Lae?) 52.4 25,1 66.2 81.9 . . . . 
2559 45.3 18.3 69.2 27.2 0 os 2 oe 
L885 47,8 12,5 (75.8 19,9 we o e. .- 
2240 39,1 9,1 65.4 15.2 os we we oe 
iS45 27.0 li.4 43.1 17.7 we we oe o- 
L829 BO62 20,1 49.8 33,90 oe o o- oe 
1855 26.5 17,4 47,7 31.0 .. we ee oe 
L880 20,7 12.4 45.2 27.1 oe we 2. o. 

1957 24,4 15,9 45,9 30.0 28,9 18.9 41.0 26.8 
L958 20.5 12.7 45.4 28,1 24.9 15.4 40.5 25.1 
59 22.7 13.8 42.4 25.9 25.2 14.2 37.2 22,8 
L860 20.4 12.2 41,6 24,9 22.4 344 37,0 22,2 
96h 19.9 11.9. 43,2 27.0 26,3 15.7 42.0 290.14 
1962 20.0 11.5 o1.6 29.8 30.4 17.6 46.5 26.8 
L368 21.8 12.1 1.7 29,4 32,2 18,4 49.3 28,2 
18g4 ee oe o. oe 28.6 16.2 45.7 29.9 
Scurces: Bureau of Census and Statistics, Union Statistics for Fifty Years, pp. K-4, N-4; Statistical 

Year Book 1966, pp. L-6, Q-11, 
1) B 

after 1963), 

  

), and IV (Tebacco)., 
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e four years 1924 to 1927 only. 

the middle 'twenties to 75.8 for the middle 
thi Ss, after which it declined to 45.2 per cent 

‘round 1960, and on the LS.I.C. basis again in- 
sed from 37.0 per cent in 1960 to 49.3 per 
in 19638, 

behind total exports up to about 1960, 
r which it has caught up again to some ex- 
. This conclusion is consistent with that of 

enepoel, who found that during the post- 
¢ War II years up to 1963, the value of 

agricultural exports increased at a rate 
per cent per annum as against 9.1 per cent 

“<P annum for all exports, excluding gold. ) 

trr aes 
y 

| 

42) CJ, Swanepoel, Veranderings in die Aanbod 

  

ection O plus divisions 20 (Food), 21 (Beverage 

  

en Afset van Landbouprodukte gedurende die 
  

Na-oorlogse Tydperk van Algemene Ekono- 
  

miese Ontwikkeling in Suid-Afrika (M.Com. 
thesis, University of South Africa, Pretoria, 
1967), p.187. 
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ureau of Statistics, Statistical Class I (the use of these statistical classes was discontinued 

ureau of Statistics, Statistical Classes I, Il (Foodstuffs), HI (Ales, spirits, wines and be- 

, and 22 (Tobacco). \ 
SJ 

Two conclusions emerge from the above dis- 
cussion, as seen against the perspective of the 
previous section. In the first place, since it has 
already appeared that total exports have long 
since ceased to be the leading growth factor in 
South Africa, and since agricultural exports have 
during most of the period under study lagged be- 
hind total exports, it is clear that agricultural 
exports do not fit Kindleberger's export-led 
growth model in the case of South Africa. 

Secondly, the fact that the physical volume 
rather than the relative price movements of 
agricultural exports appear to have been re- 
sponsible for the declining share of agricultural 
and related products in South Africa's total export 
value, suggests that the explanation must be sought 
in supply factors, rather than demand factors as 
postulated by Nurkse, Singer and Prebisch. This 
tentative conclusion gains some support from 
Groenewald's findings that the productivity of 
primary resources in South African agriculture 
showed no statistically significant increase imme- 
diately before and during World War II, but did 

 



  

show a highly significant increase in the post- 
war period.4 ) 

‘Before going into the question whether South 
Africa's agricultural exports fit Kindleberger's 
export-balancing model, some brief remarks are 
in order on how agricultural exports measure up 
to the remaining two conditions for export-led 
growth. 

SPILL-OVER EFFECTS AND SOCIO- 

ECONOMIC ASPECTS 

It was stated earlier that exports can lead 

overall growth by inducing investment in infra- 
structure, and by exerting an intermediate demand 
for the output of other sectors. On thefirst point, 
it must be pointed out that the initial boom in infra- 

structure investment in the larger part of South 
Africa took place during the last quarter of the 

nineteenth century under the stimulus of diamond 

and gold mining, as evidenced by the fact that the 
open railway mileage in South Africa increased 

from some 160 miles in 1875, mainly in the Cape 

Colony, to some 4,167 miles around the turn of 
the century .44) Over that whole quarter century, 
food, beverages and pastoral products, the main 

agricultural and related exports of the time, made 
up only 35 per cent of South Africa's total exports, 

and its share declined from 58 per cent for the 
years 1876-80 to 21 per cent for the years 
1896-1900.49) Since it has already been shown 
that during most of the twentieth century, while 
the infra-structure was further extended, agri- 
Cultural and related exports seldom made up as 
much as one-third of South Africa's total exports, 

including gold, it must be clear that agricultural 

exports cannot have been an important cause of 
infra-structure development. 

This leaves the backward linkage of agri- 

cultural exports to be considered. While, as 

  

43) J.A. Groenewald, "Changes in primary Re- 

sources in the South African Agriculture", 
Agrekon 3(3): 21-8, July 1964, pp.26-8. 

Cf, S.H. Frankel, Capital Investment in Af- 

rica: Its Course and Effects (London and New 

York: Oxford University Press, 1938), pp. 
56-7. Also C.G.W. Schumann, Structural 

Changes and Business Cycles in South Africa, 
1806-1936 (London and New York: Staples 

Press, 1938), pp.93-0. Schumann ascribes the 

construction of the first 63 miles of railways 

only to the influence of agriculture, andof the 

next 3,175 miles up to 1895 to diamond and 
gold mining. From 1896 to 1909 he names 
agricultural and industrial interests as the 
main influences behind branch extensions - but 
even then, mining revenues presumably pro- 

vided much of the financing of the branchline 
extensions. 

44) 

  

45) Schumann, op. cit., pp.44, 46-7. 
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contended earlier on, Hirschman's pessimistic 
conclusions about agricultural linkages are not 
necessarily valid as generalizations, itis relevant 
to point out in the first place that the value of 

agricultural exports is normally only some 35 per 
cent of the gross value of agricultural pro- 
duction.46) Even if South African agriculture has 
exerted strong backward linkages agricultural 
exports can therefore take credit for only part 

of it. Furthermore, some of the most important 

agricultural exports, such as wool, mohair, hides 

and skins, which normally account for nearly 50 

per cent of the value of all agricultural ex- 
ports,+! are produced under very extensive 
conditions and are on the face of it unlikely to 
exert strong backward linkages. 

The remaining condition for export-led growth, 

viz. that socio-economic conditions in the export 

sector must be favourable to economic develop- 
ment, is difficult to evaluate. Suffice itto say that 

while South Africa's agricultural export sector 
does not fit Levin's "luxury importer" charac- 
terization closely, the generation of income in 
that sector has by all indications not given rise to 
savings that were invested on a significant scale 
in non-agricultural sectors, as has happened in 

the case of, e.g., Japan. 

Since agricultural exports do not appear to 
meet any of the three necessary conditions to 

qualify as a leading growth sector, it remains to 
evaluate their role as a balancing sector. 

AGRICULTURAL EXPORTS AS BALANCING 
SECTOR 

It has already been pointed out in Section II 

that primary exports can be regarded as having 

played, in Kindleberger's terminology, a balancing 

role in South Africa's economic development. 
Table 4, based upon J.C. du Plessis' data as 

supplemented by Swanepoel, provides the infor- 
mation required to assess the contribution of 

agricultural exports in this respect. 

While the overwhelming importance of mining - 
principally gold mining - as a positive net con- 
tributor to the current account is clearly evident 

from J.C. du Plessis' figures,49) it is also 
apparent that agriculture, forestry and fishing are 
responsible for a significant supplementary con- 

tribution. Their surplus of foreign exchange 

  

46) Cf. Agrekon 6(3), July 1967, Tables 3 and 4, 
pp.24-5. 

47) Loc.cit. 

48) B.F. Johnston, "Agricultural Productivity and 

Economic Development in Japan", Journal of 
Political Economy 59(4): Dec. 1951. 

49) J.C. du Plessis, op. cit., p.315. 

   



TABLE 4 — Absolute and relative net contribution of agriculture, forestry and fishing to the current 
account of South Africa's balance of payments, 1948 to 1964 

  

  
    

    

Total positive Net contribution of agriculture, Total negative 

net contribu- forestry and fishing net contribu- Total 
Year | tionst) | tions 

Absolute Percentage 

value of total 

R million R million % R million R million 

1948 oe 4l e ° 
1949 oe 60 . ‘ 
1950 ws 80 . . 
1951 - 108 . , 
1952 ws 142 . we : 
1953 oe 133 oe ; 
1954 133 

1955 oe 152 os oe . 
1956 669 161 24,1 -669 0 
1957 738 178 24.1 ~749 -11 
1958 699 129 19.7 -808 -153 
1959 779 144 18.5 -613 166 
1960 781 129 16.5 -760 | 21 
1961 888 182 20.5 -685 203 

1962 982 222 22.6 -674 308 

1963 1,053 237 22.5 -905 148 
1964 1,115 249 22.3 -1,171 -56       

  

        

Sources: For 1948 to 1955, Swanepoel, op. cit., p.254; for 1956 to 1964, J.C. du Plessis, op. cit., 
pp. 329-30, 

1) In addition to agriculture, forestry and fishing, contributions here are mainly from mining, 

which in turn means mainly gold mining. 

Carnings over foreign exchange use for productive 
purposes increased, with some interruptions: 
from an average of R60 million for the three 
years 1948 to 1950, to an average of R236 million 
for the three years 1962 to 1964, and since 1956 
their relative contribution to total positive net 
Contributions to the current account has been all 
but maintained at a little over 20 per cent. 
Together with gold mining and to some extent 
Other mining, agricultural exports have undoubt- 
edly performed a valuable balancing or support- 
Ing function in the post-World War II transforma- 
tion of the South African economy. There is no 
reason to suspect that this role had been less 
Significant in earlier years. 

IV. The above analysis has led to the conclusion 
that agricultural exports, in common with other 
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exports, cannot be regarded as having provided 
the principal impetus to South Africa's economic 
development during the past four decades or so. 
During this period, domestic factors have come 
to dominate the development of the South African 
economy, and the key among these domestic fac- 
tors has been industrialization based on import 
substitution and the growth of domestic final 
demand. But while exports, including agricultural 
exports, could not lead the process of change, 
they have nevertheless performed an essential 
permissive function by obviating foreign exchange 
constraints which in their absence may well have 
inhibited development. If agricultural exports 
Cannot claim to have been South Africa's "engine 
of growth" during the twentieth century, at least 
they have helped to provide the lubrication with- 
Out which the engine may have ground to a halt. 

 


